International 
Marketing Information 
Series 


~~ 
as 


Foreign Economic Trends 
and Their Implications 
for the United States 


MARCH 1983 


ST. LUCIA 


FET 83-020 


PREPARED BY 
AMERICAN EMBASSY BRIDGETOWN 


U.S. DEPARTMENT OF COMMERCE 


International Trade Administration 
Washington, D.C. 20230 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual 
subscription, $90. Foreign mailing, $22.50 additional. Single copies, $1.75, available from Publications 
Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





=-2- 


ST. LUCIA: KEY ECONOMIC INDICATORS 


Money values in millions of EC$ except where noted. (US$1.00=EC$2.70) 


1979 1980 1981 % Change 
80-81 


Gross Domestic Product (GDP) 
Real GDP (1977 Prices) 
Population (thousands) 

GDP Per Capita (1977 EC$) 
GDP Per Capita (current EC$) 


Private Consumption 

Government Consumption 

Gross Domestic Investment 
As a percent of GDP 


GDP by Sectors (% of total) 
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Agriculture, Fisheries 

and Forestry 

Mining and quarrying 
Manufacturing 

Electricity and water 
Construction 

Wholesale and retail trade 
Hotel and restaurants 
Transport and communications 
Government services 
Banking, insurance, real 
estate 

Miscellaneous services 
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Balance of Payments (US$ millions) 


Exports 

Percent to the U.S. 
Imports 

Percent to the U.S. 
Services (net) 
Transfers (net) 
Current Account 
Capital Account 
Reserve Increase 


Finance 


Money Suvply NA NA 
Public Debt 
External(US$ millions) 3.7 15.3 
Domestic NA NA 
Domestic Credit 139.8 162.8 
Commercial Prime Rate 7.5-8 9 
Consumer Price Increase 15.4 Zak 


Government Accounts 

Current Revenue 77.46 85.38 
Current Expenditure 75.78 84.36 
Capital Expenditures 16.62 28.89 


Tourism 


Total Visitors (000's) 153.3 152.0 12955 -14.5 
Cruise Ship Visitors(000's) 76.8 72.0 71.8 -0.3 


1. 1981 figure is for September 30, 1981. Increase is over September 
30, 1980. 
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CURRENT ECONOMIC SITUATION AND TRENDS 
GENERAL 


The May 1982 General Elections brought back to power a moderate 
government - headed by Prime Minister John Compton - and one 
supportive of private sector development. This, as well as the 
remarkable recovery in the physical production of bananas following 
the wake of Hurricane Allen in 1980, augurs well, although activity 
in the manufacturing and tourist sectors continues sluggish. A 
combination of political instability, labor difficulties, and the 
massive OPEC oil price hikes precipitated a slide in 1979, and the 
downturn intensified in 1980 with the onslaught of Hurricane Allen 
and the global recession. These severe financial difficulties have 
been severe. 


Prior to the 1979-1981 turn-down, the country had benefitted from 
sound economic management and had been a model for other Eastern 
Caribbean LDCs, growing annually in real terms in 1976-78 in excess 
of 10 percent. Over this time span, St. Lucia relied almost 
exclusively on the private sector as the engine of growth and 
entered a period of diversification. The country moved away from 
its heavy reliance on the agricultural sector (primarily bananas) 
and pushed into tourism, manufacturing and related construction 
activity. 


AGRICULTURE 


In spite of the diversification efforts, agriculture remains the 
country's most important sector, accounting for 17 percent of GDP. 
The Compton government recognizes the importance of growth in the 
agricultural sector, especially the banana industry, as a source of 
increased foreign exchange earnings. 


Bananas are the most significant agricultural commodity, providing 
20 percent of export earnings, although coconuts also are 

important. St. Lucia--the major banana producer in the Windward 
Islands--exported 37,00 tons in 1981, up almost 15 percent over 1980 
but still well below the peak of 48,000 tons in 1979. 


INDUSTRY 


Manufacturing has become an important sector, providing 7 percent of 
GDP. Manufacturing firms producing garments, plastic products, 
cardboard boxes, flour, beer, furniture, glass products, soft 
drinks, and paper bags have been established, and total employment 
in the sector already exceeds 3,000. Between 1979 and 1980 alone, 
nine industrial companies, employing some 600 people were started. 
The entity responsible for industrial promotion--the National 
Development Corporation--has been relatively successful. The NDC, 
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which has established promotional offices abroad in New York, 
Caracas and Cologne, has developed a set of investment incentives 
and builds and rents factory shell space. The list of investment 
opportunities, it has prepared includes agro industries (biscuits 
and snack foods, fishing, food product processing, concentration of 
fruit juice and manufacture of charcoal); tourism (Holiday Village, 
Pointe Seraphin and other smaller scale projects); and manufacturing 
(auto part rebuilding, brick manufacture, boat building and 
maintenance, housing and construction, machine shop, sashes and 
doors, sandjals, uniforms, sporting equipment, small foundry, textile 
mill and uniform manufacturing). 


The country has a number of industrial estates. In addition,the 
country is seeking assistance for the newly created free zone 

near its international airport in Vieux Fort, which will provide for 
offshore manufacturing. In addition to these more formal attempts 
to encourage industry, efforts are being made to develop a 
handicraft industry. 


TOURISM 


Although tourism in St. Lucia currently is beset by many 
difficulties including the’ recession in North America, the industry, 
nevertheless, contributed 45 percent of the country's foreign 
exchange in 1981. Arrivals, which totaled 130,000 in 1981, were off 
15 vercent with earnings down 10 percent.The industry has 
substantial impact on the economy; jobs created either directly or 
indirectly are estimated to total 5,000 or roughly 18 percent of 
total employment. Revival of the industry will depend on improved 
promotion, but more importantly on economic improvement in the 
sending countries. 


TRANS PORTATION 


St. Lucia has generally good transportation infrastructure including 
a deep-water port at Castries and an internaticnal airport at Vieux 
Fort. The recent severe financial difficulties, however, have 
caused a sharp deterioration in the road network, a development that 
is vreventing a full exploitation of manufacturing and agricultural 
potential. USAID is planning a substantial program of road 
rehabilitation over the next several years which should greatly 
assist the development of the agriculture and manufacturing 
potential of St. Lucia. 


EMPLOYMENT, WAGES, AND INFLATION 


Unemployment was estimated by the IMF at 14.5 percent at year-end 
1981. Many observers suspect that it is much higher now. In an 
attempt to curry political favor, the former government granted a 


57 percent wage settlement to civil servants in March. Nonetheless, the 
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wage levels in St. Lucia remain very low. Consumer prices rose by a 
modest 9.5 percent in 1981, in contrast to a 21.1 percent the year before; 
the improvement is a consequence of a) the recession in North 

America which has sliced import costs, and b) the depressed local 
economy. 


MONEY, BANKING AND FINANCES 


Interest rates remain quite low in real terms. Money supply data 
for St. Lucia, which is a member of the East Caribbean Currency 
Authority cannot be reported accurately because a lack of data on 
checking deposits. Nonetheless, data on currency in circulation is 
available. Currency in circulation rose from 21.7 million East 
Caribbean dollars in 1980 to 27.5 million in 1981, a 26.7 percent 
increase. Government finances continued to deteriorate during FY 
1980/81. The overall fiscal deficit rose to 4 percent of GDP. Some 
improvement is likely in the near future. Following an IMF 
consultation the country tightened the fiscal reins. Domestic 
credit in the commercial banking system increased by 25.9 percent 
for the year ending September 30, 1981. 


BALANCE OF PAYMENTS AND FOREIGN TRADE 


The overall balance of payments deteriorated sharply over the last 
year. The estimated deficit on current account rose from 33.3 
million U.S. dollars in 1980 to 51.6 million U.S. dollars in 1981. 
This occurred because of a sharp drop in exports from 46 million to 
40.4 million, even though banana exports had largely recovered from 
the hurricane devastation, and a sharp increase in imports from 
123.8 million J.S. dollars to 138.1 million U.S. dollars. The 
services account, largely tourism, also declined, down to 24.2 
million U.S. dollars, 13. 7 percent drop below 1980 and 19.3 percent 
below the record level of 1979. The resulting deficit was largely 
made up on the capital account. Private direct investment in 1981 
was estimated at 41.6 million U.S. dollars, 34.1 million of which 
was for the construction of the Hess Co. oil transshipment 
facility. The short-run outlook is for continued deterioration. 
The direct investment in the Hess facility has ceased, and no large 
capital investment is in prospect, and the recent large pay increase 
for civil servants should stimulate consumer demand. In the longer 
term, it is to be hoped that the private sector-oriented Compton 
government can correct the abuses which contributed so strongly to 
the present situation, and place the economy on the growth path 
experienced in the 1970's. 
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IMPLICATIONS FOR THE UNITED STATES 


The victory of Prime Minister John Compton and his party has 
installed a government favorable to private sector development and 
foreign investment. American firms interested in the potential of a 
reasonably well-educated and trainable work force will find a warm 
welcome. This is not to minimize the problems which a somewhat 
deteriorated infrastructure can cause. Nonetheless, profitable 
opportunities exist for U.S. companies willing to undertake the 
necessary preparatory work. In addition, passage of the trade 
provisions of the Caribbean Basin Initiative will improve the 
already advantageous export possibilities available through U.S. and 
European trade concessions. 


For the forseeable future, St. Lucia will remain a small market for 
U.S. exporters. The principal opportunities should arise from the 
expansion of the tourist infrastructure as the excellent tourist 
potential of the island is more fully exploited, and the supply of 
agriculture inputs associated with the expansion and diversification 
of the agricultural base of the economy. If the present government 
succeeds in revitalizing the economy, the market for consumer goods 
of all types should expand with it. 


* U. S. GOVERNMENT PRINTING OFFICE: 1983—381-007/79 





You might be, if you don’t have current, up-to-date in- 
formation on the countries to which you are 
Overseas Business Reports and Foreign Economic 
YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 
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investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 
information on: 


® 

@ trade regulations 

@ market prospects for 
selected US. products 

® finances and the 
economy 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 


Implications for the United States 
focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 

@ is prepared on the scene by U.S. Foreign Service 

and Foreign Commercial Service 


experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect US. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
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Expiration Date 
Order No. Month/Year CITT) 


Enter my subscription to: (] Overseas Business Reports at $44 per year ($55 overseas) 
0 Foreign Economic Trends at $90 ($112.50 overseas) 
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Street address 


| 
City State ZIP Code 
(or Country) 
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